IFTA ELECTRONIC VERIFICATION OF CREDENTIALS
DISCUSSION BALLOT

As its name suggests, this DISCUSSION BALLOT is submitted to the IFTA Board of Trustees
to assist the IFTA community in determining what concepts might be appropriate for IFTA, if
the members of the Agreement chose to implement the Electronic Verification of Credentials.
Neither the concepts nor the language presented here are not to be considered final.

The general intent of the DISCUSSION BALLOT is to replace the physical IFTA license and
the IFTA decals with electronic records of, respectively, a base jurisdiction’s authority (license)
for a licensee to report qualified motor vehicles under IFTA, and the VINs of qualified motor
vehicles in a licensee’s IFTA fleet. All of the amendments to the IFTA Manuals here are
suggested only toward the achievement of that goal.

ARTICLES OF AGREEMENT
ARTICLE 11

R201 Account Number means the number assigned to a licensee by its base jurisdiction as
specified by P200 through P240.

R235 License means the granting by a jurisdiction to a person the authority for the person
to report a fleet’s operations under the Agreement.

R268 Vehicle Identification Number, or VIN, means the unique identifier assigned to a

qualified motor vehicle at the time of its manufacture.




ARTICLE III
R330 APPLICATION PROCESSING

Upon receipt of an IFTA fuel tax license application from a new applicant, the base jurisdiction
should check all entries on the application to ensure that they are complete. If the base
jurisdiction feels more information is required, the licensee jurisdiction should immediately be
contacted the applicant requesting the required information. Upon being satisfied that the
application is correct and that the applicant is in compliance with the base jurisdiction’s laws, the
base jurisdiction shall issue-the-fael-tax-eredentialsfor license the fleet applicant, and assign
the new licensee an account number as specified in the P200 through P240.

R665 337 IDENHHFICATIONREQUIREMENT EFFECT OF LICENSING
Fhe-basefurisdictionshatissaeateenseand-two-deealspervehieler The license and-deeals

granted by the base jurisdiction shall qualify the licensee’s fleet of qualified motor vehicles
to operate in all member jurisdictions without further licensing or identification requirements in
regard to motor fuel use taxes, except for the licensee’s submission of vehicle identification
information to the base jurisdiction as required by R610.

R338 LICENSE FORM AND CONTENT

An IFTA license shall be an electronic record maintained by the base jurisdiction, with the
content specified by the Procedures Manual.

A base jurisdiction shall, on the request of a licensee, issue a physical document to a
licensee that evidences the licensee’s authority to report under the Agreement. No
jurisdiction shall require any such license document, or a copy thereof, to be carried or
displayed in or on any vehicle.

R339 LICENSE PERIOD

The license is valid for the calendar vear ending December 31 for which it is granted.




R345 LICENSE RENEWAL

.100 A renewal license and-deeals for the following calendar year will be issued upon application
if the license is not revoked, suspended or canceled, all tax returns have been filed, and all motor

fuels use taxes, penalties and interest due have been paid and the applicant is in compliance with

the base jurisdiction’s laws.

.150 The account number assigned to a licensee will remain unchanged from vear to vear
unless the license is canceled or revoked.

.200 In lieu of renewal application, jurisdictions may notify a licensee that meets the
requirements of R345.100 that their license will automatically be renewed for the following
calendar year.

.300 Jurisdictions have the right to cancel or deny renewal of an IFTA license to a carrier that
does not leave the confines of the borders of the base jurisdiction and reports zero or base
jurisdiction distance only for three (3) or more consecutive quarters. The base jurisdiction has the
right to require proof of out of jurisdiction travel prior to allowing the carrier to get licensed
again under the IFTA agreement. Proof may be in the manner of out of jurisdiction fuel permits
purchased and/or amended IFTA returns showing actual distance traveled during a quarter
already filed or for those reasons the base jurisdiction deems necessary to reissue the license
including but not limited to the list included in R345.100.

400 Improper use of the license or-the-deeals by the licensee may be cause for revocation of
the license.

R350 NOTIFICATION TO MEMBER JURISDICTIONS

The base jurisdiction shall send to each member jurisdiction a listing of new applicants,
identifying the lieense account numbers assigned. New applicant information shall be
forwarded to each member jurisdiction quarterly.

R355 FEES

The base jurisdiction may collect its statutorily authorized fees for issuance of the license ané
deeals-to licensees based in its jurisdiction.



R360 PROVIDING INFORMATION TO LICENSEES

Each jurisdiction shall provide licensees and prospective licensees with all information required
to enable them to comply with all the terms of this Agreement. When eredentials-are-issued-to-a
new-licensee an applicant is newly licensed, information shall be provided to the licensee
which completely describes the requirements of the Agreement. This should include;-butnetbe
Limited-to at least the following information:

.100 Instruetionsfor-display-of Hieense-or-cab-eard-and-deeals;

200 Licensing requirements and cancellation provisions;

300 .200 Tax reporting and recordkeeping requirements;
400 .300 Audit information;
500 .400 Explanation of base jurisdiction determination;

500 Requirements for the licensee to submit vehicle identification number information to
the jurisdiction.

As the Articles of Agreement, Procedures Manual, and Audit Manual are revised, it is the
responsibility of each base jurisdiction to notify its licensees of the current requirements.

R365 EFFECT OF AMENDMENTS TO AGREEMENT

400 If a licensee does not accept a revision to the Agreement as set out in a notice referred to in
R360, the licensee must notify the base Jurlsdlctlon in writing that it is canceling its IF TA
hcense :




ARTICLE 1V
R410 LICENSE CANCELLATION

.100 A base jurisdiction may, at the request of a licensee or on its own initiative, cancel a license
if the licensee has complied with all applicable provisions of this Agreement, including the
sat1sfact1on of all motor fuel use tax obhga‘uons for the hcense perlod T—h&b&saa&sd-}eﬁeﬁ—shal-l

.200 Licenses shall be canceled in accordance with the administrative procedure laws of the base
jurisdiction.

.300 The read only Clearinghouse member jurisdictions shall notify all Clearinghouse member
jurisdictions quarterly of all canceled aceeunts licenses.

ARTICLE V
R510 RENTAL/LEASING

.100 Short-Term Leases. In the case of a short-term motor vehicle rental, by a lessor regularly
engaged in the business of leasing, or renting motor vehicles without drivers, for compensation
to licensees or other lessees of 29 days or less, the lessor will report and pay the fuel use tax
unless the following two conditions are met:

.005 The lessor has a written rental contract which designates the lessee as the party
responsible for reporting and paying the fuel use tax; and

.010 The lessor has a copy of the lessee’s IFTA fuel tax license document, issued under
R338, which is valid for the term of the rental.

Where the lessee is responsible for reporting and paying fuel use tax as provided in this
subsection, the lessee is not required to submit to its base the vehicle identification numbers
of the qualified motor vehicles it operates under the lease, and the lessor is not required for
purposes of the lease to delete the numbers of those vehicles from the data it has submitted
to its base.

.200 Long-Term Leases. A lessor regularly engaged in the business of leasing or renting motor
vehicles without drivers for compensation to licensees or other lessees may be deemed to be the
licensee, and such lessor may be issued a license if an application has been properly filed and
approved by the base jurisdiction.



ARTICLE VI

R605 IBENTFHACATHONREQUIREMENT- NO REQUIREMENT TO DISPLAY
CREDENTIALS

No jurisdiction shall require any credential, markings, or decal to be carried or displaved
in connection with fuel use tax reporting in or on any qualified motor vehicle operated
subject to an IFTA license.

R610 HEENSEPERIOD- SUBMISSION OF VEHICLE IDENTIFICATION NUMBERS

.100 Each jurisdiction shall provide a secure means by which the IFTA licensees it has

licensed may submit electronically to the jurisdiction the vehicle identification numbers of
the qualified motor vehicles the licensee is required to report under its license.

.200 Each licensee shall, at the time it is licensed under this Agreement, submit
electronically to its base jurisdiction the vehicle identification numbers of the qualified
motor vehicles which the licensee is required to report under the terms of the Agreement.
Thereafter, for the duration of its license, as the licensee adds or deletes vehicles from those
it operates, the licensee shall update the VIN information it has submitted to its base. A
licensee shall be deemed to have complied with this requirement timely if it submits
updated information within two business days. See R510 for an exception to this rule for
certain short-term leases.

.300 Vehicle identification number information shall be associated with the account
numbers of the IFTA licensees by which their operations are required to be reported.

.400 When a base jurisdiction renews the license of a licensee, it may permit the licensee to
certify as current the inventory of vehicle identification numbers it has submitted, in lieu of
requiring resubmission of the information.

500 At the time a licensee submits vehicle identification number information under this
section, the base jurisdiction shall electronically issue to the licensee an acknowledgement
of the specific changes submitted, including the date and time the jurisdiction received the
VINs.

|[R610 cont’d. next page]




[R610, cont’d.]

.600 Jurisdictions shall transmit daily to the IFTA clearinghouse the VIN information
submitted by their licensees, as provided under R2110.200.

.700 In order to ensure the accuracy of this information, a licensee shall have access to the
records maintained in the IFTA clearinghouse of the vehicle identification numbers it has
submitted under this section.

.800 If under R2110 the IFTA clearinghouse provides a secure means by which licensees
may submit vehicle identification number information directly to the clearinghouse, a
jurisdiction may satisfy its requirements under R610.100 by agreement with the
clearinghouse for the clearinghouse to accept this information.

900 The requirement for licensees to submit vehicle identification numbers under this
section is intended to provide a means of enforcing fuel use tax reporting requirements

without reliance upon physical vehicle credentials.

R620 POSSESSION-OFHCENSE FAILURE TO SUBMIT VEHICLE
IDENTIFICATION NUMBERS

.100 The failure by a licensee to submit timely to its base jurisdiction the vehicle

identification number of a qualified motor vehicle in its fleet does not relieve the licensee of
the obligation under R820 and R910 to report the operations of the vehicle.

.200 A jurisdiction may impose a penalty upon a licensee for failure to....

.300 A base jurisdiction may impose a penalty upon a licensee for failure to ....




R625 BISPEAY-OFDECALS- OPERATION OF VEHICLE IN MORE THAN ONE
FLEET

On occasion, a qualified motor vehicle may at a given time be a part of more than one
licensee’s fleet. In such a circumstance, each licensee shall submit to its base jurisdiction
the vehicle identification number of the vehicle and report such of the vehicle’s operations
as that licensee is responsible for under the terms of the Agreement.




ARTICLE VIII

R840 REPORTING INTRAJURISDICTIONAL TRAVEL

The licensee may include fuel purchases and travel by qualified motor vehicles operated

exclusively within a jurisdiction by ebtaining HEFA-decalsfor-the-intrajurisdictional-vehiele(s)

submitting vehicle identification number information for such vehicles to its base, as
specified in R610 . Once deealed its VIN has been submitted to the base, the
intrajurisdictional vehicle¢s) must continue to be reported until such time as the deeal-becomes
expired licensee’s license expires or the vehiclefs)-are is no longer under the licensee’s authority.

ARTICLE IX
R950 REQUIRED INFORMATION

Each jurisdiction shall utilize a standard tax return form that contains, but is not limited to, all
elements specified in the [IFTA Procedures Manual P720. No jurisdiction shall require a
licensee to report vehicle-specific information, other its vehicle identification numbers, as
required by R610.




ARTICLE XTI
R1100 CREDITS AND REFUNDS

A licensee shall receive full credit or refund for tax-paid fuel used outside the jurisdiction where
the fuel was purchased. The base jurisdiction shall allow credits and issue refunds for all of its
licensees on behalf of all member jurisdictions. Refunds to licensees will be made only when all
tax liability, including audit assessments, have been satisfied to all member jurisdictions.

Credit for tax paid shall not be denied to a licensee on the ground that the vehicle
identification number of a vehicle in which fuel was consumed was not reported or not
reported timely to the licensee’s base jurisdiction as required by R610.

ARTICLE XXI

R2110 IFTA, INC. CLEARINGHOUSE

There is established the IFTA, Inc. Clearinghouse (hereafter referred to as the “clearinghouse™)
which is responsible for the maintenance and administration of licensee demographic and
transmittal data transmitted by participating members. The clearinghouse is also responsible for
providing a mechanism for the exchange of Interjurisdictional Audit Reports. The participating
members may electronically view and retrieve the clearinghouse data.

.100 “Participating members” are those jurisdictions that have entered into an agreement with
IFTA, Inc. to access the clearinghouse and that have submitted licensee demographic or
transmittal data to the clearinghouse.

.200 Licensee demographic data includes licensee name, address, IFTA license number, license
status, licensee vehicle identification number information, and other information identified in
the IFTA, Inc. Clearinghouse Access Agreement.

.300 Transmittal data includes the information required in the IFTA Procedures Manual Section
P1040.

400 Interjurisdictional Audit Reports include the information required in the IFTA Audit
Manual Section A660.200.

.500 The clearinghouse may provide on behalf of the jurisdictions a means for licensees to
submit the required licensee VIN information directly to the clearinghouse.




PROCEDURES MANUAL

P100 LICENSE APPLICATION CONTENT

The application for an IFTA fuel tax license shall be in a uniform format and shall contain;but
netbelimited-to; at least the following information:

P110 Name of owner, partners or corporation;

P115 Legal business name (if different from the name given above);
P120 Physical location of the business;

P125 Mailing address of the business;

P130 Signature or electronic submission compliant with R940.400 and P160 and date;
P135 Numberof HEFA-decalsrequired-bylicensee The vehicle identification numbers of the

vehicles currently constituting the fleet for which the license is sought;

P140 Application fee (if applicable);
P155 Statement of existence of bulk storage in all member jurisdictions;
P160 Certification:

Applicant agrees to comply with tax reporting, payment, recordkeeping, and leense-display VIN
submission requirements as-speetfiedin-the International Fuel TaxAgreement in R610. The

applicant further agrees that base jurisdiction may withhold any refunds due if applicant is
delinquent on payment of fuel taxes due any member jurisdiction. Failure to comply with these

provisions shall be grounds for revocation of license in all member jurisdictions; and A statement

to the effect that the applicant certifies with his or her signature or electronic submission as
deemed acceptable by the base jurisdiction that, to the best of his or her knowledge, the
information is true, accurate, and complete and any falsification subjects him or her to
appropriate civil and/or criminal sanction of the base jurisdiction. (e.g., perjury).



P310 LICENSE
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required under R338 shall contain at least the following information:

.100 Base jurisdiction identification;

.200 Licensee's name and address and DBA, if different from owner, partner or corporate name;
.300 Licensee's account identifieation number; and

400 Expiration date (month, day and year).




P910 LICENSEE RECORDS

The base jurisdiction shall maintain fuel tax records for licensees based in that jurisdiction for a
period of five years or until they have been examined as part of a Program Compliance Review
and the Final Report has been issued, whichever is later. The records shall contain, but not be
limited to, the following:

.050 Tax returns;
.100 Applications;

.125 Vehicle identification number information submitted by each licensee;

.150 Audit findings and work papers;

.200 Refund requests;

.250 Notifications issued for debit or credit balances by the base jurisdiction;
.300 Payments of taxes made to the base jurisdiction;

.350 Funds received from and transmitted to other jurisdictions. Such records shall identify
licensees and remittances from each licensee;

400 Cancellation of licensee requests;
450 Requests for hearing to resolve assessments made by the base jurisdiction; and

.500 Results of administrative hearing process.

P1070 CREDIT FOR TAX-PAID PURCHASES

Each jurisdiction will allow full credit for tax paid purchases, and any excess of tax paid over tax
liability in any member jurisdiction will be credited in full to the licensee's tax liability in other
member jurisdictions or to the licensee's account ledger as appropriate (see IFTA Agreement
Manual Section R1000 and R1100).

Credit for tax paid shall not be denied a licensee on the ground that the vehicle
identification number of a vehicle in which fuel was consumed was not reported or not
reported timely to the licensee’s base jurisdiction.




P1110 ANNUAL REPORTING

.100 Reporting Requirement All jurisdictions which are members under this Agreement shall
submit an annual report by March 1 for the preceding calendar year to the repository for
distribution to each member jurisdiction.

.200 Reporting Period The report shall be for the period beginning with the date of membership
through December 31 and for each calendar year thereafter.

.300 Required Information Content of the annual report to member jurisdictions shall include:

.005 Number of total IFTA accounts (this includes new accounts, active accounts and
accounts that were suspended, revoked or canceled as of December 31st of each year),
which shall consist of all licensees that are issued an IFTA license and-deeals for a
licensing year excluding licensees who were issued eredentials licenses in error and

L ] | he l isdietion:
.010 Number of accounts audited;

.015 Number of accounts audited with assessment;

.020 Number of new licensees which shall consist of all new accounts licensed, but does
not include licensees renewed or reinstated, for the registration year being reported or
previously registered in another member jurisdiction;

.025 Number of sets-of-decalsissued licensees’ VINs submitted;
.035 Application fee amounts, including license fees, reinstatement fees, and other fees-;
and

.040 Name of the IFTA processing system (in-house or provider/vendor name) utilized
by each jurisdiction.

400 Exemption Database

.005 All jurisdictions which are members under this Agreement shall confirm the
Exemption Database is up to date by March 1 of every year.

.010 In the event of a subsequent change to an exemption after March 1, member
jurisdictions are required to update the Exemption Database within 30 days of the
effective change.



AUDIT MANUAL

A320 EVALUATION OF INTERNAL CONTROLS

The auditor must provide a summary description of the licensee’s distance and fuel accounting
systems. The auditor should compare the distance and fuel summaries provided by the licensee
to the tax returns, and document any differences. An example of the licensee’s records examined
by the auditor should be included in the audit file. The auditor must:

.100 Identify the records the licensee maintains to support the tax returns;

.150 Evaluate the licensee’s procedures for keeping its VIN information current and
submitting it timely to the base jurisdiction as required by R610;

.200 Attempt to determine if there have been changes in the licensee’s distance or fuel
accounting procedures or operations during the audit period;

.300 Document the existence of any internal controls;
400 Review and test the reliability of the licensee’s internal controls;

.500 Determine if sampling techniques are appropriate based on the effectiveness of the internal
controls.

.600 When sampling, the reliability of the licensee’s internal controls should determine the
degree to which the records are tested.

.700 The above items, and the strengths and weaknesses identified in the licensee’s distance and
fuel accounting systems, must be documented in the audit report.



